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Since the nineties of the last century，the changes in population age structure has 
brought great challenges to the traditional pension system，and the discussion of 
reforming has become a hot topic worldwide. Based on many difficulties that original 
pay-as-you-go system has faced，the trend of the world pension system reform is that 
current pay-as-you-go system should be replaced by the funded system in general. 
Accordingly，China has also conducted a series of reforms to the pension system since 
the nineties. The current system is a mixed mode that pay-as-you-go system of social 
pooling is combined with complete system of individual accounts. Corresponding to 
that above-mentioned reforms at home and abroad，the economy academic has began 
the theoretical and empirical research in the pension system. From the perspective of 
the existing relevant literature，the basic theoretical issues involved is about the 
economic effects of pension system. If and only if we have a more scientific and a 
clear understanding to the economic effects of pension system，It has a solid 
theoretical basis and foundation with regard to a comparison of different pension 
system，and the direction of reform and path selection. Based on it，we started a more 
systematic theoretical and empirical analysis to the effects on savings and economic 
growth，income redistribution and other major economic effects of China pension 
system in transision period，and discuss the choice of pension system in China. 
The dissertation consists of seven chapters. Chapter one is the introduction of 
whole paper. It discusses the background and significance，research ideas，content 
structures，research methods，innovation and shortages. When discussing the various 
economic effects，this paper first discussed the impact mechanism，then establish 
theoretical models，and finally take empirical test. The models is established on the 
basis of the Diamond Model adding corresponding economic variables. Empirical 
tests are supported by co-integration analysis. 
Chapter two provides a critical review on the existing economic literature 














saying，the pension system was not placed in a macro-economic background to study 
its comprehensive economic effects，and it is little literature on the empirical analysis 
to the actual situation in China. We hope to take some breakthroughs in these areas. 
Chapter three analyses the impact of pay-as-you-go system and funded system on 
savings and economic growth. The former could reduce the level of savings，improve 
the stock of human capital and stimulate economic growth. The latter has no impact to 
savings and economic growth. From the perspective of reality in China，the level of 
savings is too high. The implementation of pay-as-you-go system can effectively 
reduce the savings and bring economy return to the optimal growth path. 
Chapter four describes the impact of pay-as-you-go system and the funded 
system on income redistribution. The former redistributes the income in the lifecycle 
through the insurance premium，and also transfers income from high-income earners 
to low-income group. It has the inter-generational and intra-generational redistributive 
effects. Under the funded system，people’s pension entitlements is depended on their 
own accumulated account before retirement and related with their wage levels and 
rates of return on investment over the years. And therefore under normal 
circumstances ， the funded system does not have the inter-generational and 
intra-generational redistribution. 
Chapter five presents an analysis of the feedback effects of the population age 
structure changes and the pay-as-you-go financed pension system on fixed capital 
stock，per capita economic growth rates and other macroeconomic variables，and the 
effect of endowment insurance system on labour supply. In the pay-as-you-go 
financed pension system arrangements， the decline in population growth rate 
(population changes) of the developing countries (eg. China) increased the 
accumulation of capital stock as well as the per capita investment，thereby increasing 
per capita output growth rate. This suggests that under the aging population trends，the 
implementation of pay-as-you-go system can promote economic growth and expand 
fund sources of pension system. At the same time，the effects of different mode of 
financed pension on individual labor supply decisions differ corresponding. 














evaluates of the reform effects. We find that the reform effects are not as satisfactory 
as expected. Much problem is emerged in the process of reform such as a large-scale 
empty accounts，huge transition costs，narrow coverage of pension system and low 
investment rate of return of fund account. This indicates that the reformed mixed 
system does not apply to China's current economy. Pay-as-you-go system is still more 
appropriate for China. 
Through the analysis of various economic effects of pension system and the 
effectiveness of China's pension system reform，chapter seven draws a conclusion of 
thesis：at present，pay-as-you-go financed system is still a relatively good choice in 
line with China's actual situation. 
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